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U.S. Balance of Payments 


As a result of transactions with the United States, 
other countries had net receipts of $550 million in the 
first quarter of 1958. This resulted largely from a sharp 
drop in purchases of U.S. merchandise and an increase 
in the outflow of private U.S. capital. The transfer of 
assets abroad accrued primarily to the United Kingdom, 
the Netherlands, and Japan. 

Merchandise exports from the United States in the 
first quarter were at an annual rate of about $16 billion, 
compared with $18 billion during the previous quarter 
and more than $20 billion a year earlier. The decline 
from the first quarter of 1957 was mainly in petroleum, 
various industrial materials, cotton, and foodstuffs. It 
reflected special circumstances, such as the reopening 
of the Suez Canal, a lessening of business expansion 
abroad, and reduced purchases by countries that were 
affected by weakening markets for their principal export 
products. Although U.S. merchandise imports (after 
seasonal adjustment) were about 10 per cent less than 
in the fourth quarter of 1957, they were nearly as high 
as in the first quarter of last year. The decline from the 


U.K. Bank Rate 

The U.K. bank rate was reduced on June 19 to 5 per 
cent, from 5% per cent. This reduction marks the 
restoration of the rate which was in force before the 
sharp rise to 7 per cent made necessary by the crisis 
last September. On March 20, the rate was lowered by 
1 per cent, to 6 per cent; and on May 22, a further cut 
of % per cent was made (see this News Survey, Vol. X, 
p. 369). 

The reduction in the bank rate will have an immedi- 
ate effect on other short-term rates. The average rate at 
which the treasury bills on offer on June 20 were 
allotted was £4 5s. 9.63d. per cent, compared with 
£4 10s. 1.77d. per cent the previous week. Interest on 
bank deposits will fall from 342 per cent to 3 per cent. 
Overdraft rates also will be reduced: nationalized indus- 
tries will pay 5 per cent, high-grade industrial firms 52 
per cent, and other borrowers up to 6% per cent. 

The change had little influence on the stock market 
where a cut had been largely discounted. In the foreign 
exchange market too, the reduction had little effect, 
and the sterling-dollar rate closed unchanged. 


fourth quarter was due mainly to a reduction in coffee 
imports. The increase in private investment abroad 
resulted from larger flotations of foreign securities in the 
United States. Most of the funds went to the Interna- 
tional Bank for Reconstruction and Development, local 
governments in Canada, and certain foreign oil com- 
panies. Canada and Latin America were affected mainly 
by a decline in direct investment; such investment was 
only about one half of that a year earlier. The fall from 
last year was mainly in investments by petroleum 
companies. 

The rise in gold and dollar holdings abroad since last 
autumn followed a period of 12 months during which 
these holdings had declined by almost $1 billion. By the 
end of March 1958, gold reserves and liquid dollar 
assets of countries other than the United States were 
about $200 million above the amounts held at the end 
of September 1956, before the decline started. 


Source: Department of Commerce, Press Release, 
Washington, D.C., June 24, 1958. 


Official sources were careful to emphasize that there 
is NO necessary connection between a cut in the bank 
rate and any general easing of credit policy. The aim 
still is to keep long-term rates of interest high, using the 
bank rate as a flexible instrument to deal with short-term 
changes, mainly in the external payments position. 
Sources: The Times, June 20, 1958, and The Financial 

Times, June 21, 1958, London, England. 


U.K. Credit Policy 


The U.K. Treasury has announced that the rate of 
interest on new tax reserve certificates is to be reduced 
from 3% per cent to 3 per cent; interest on certificates 
bought before June 7 remains unchanged. Tax reserve 
certificates were introduced in 1941 as a savings device 
for persons and companies wishing to provide for future 
tax liabilities; the principal and interest are accepted in 
payment of tax, and since the interest (paid for a maxi- 
mum of two years) is tax free the certificates are attrac- 
tive to surtax payers. 

The reduction in the rate marks an adjustment to 
the fall in other short-term interest rates and is in con- 
trast to the increase since the beginning of last month 
in the coupon on defense bonds, from 4% per cent to 
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5 per cent, and to the increase in the limit of holdings 

of the high-yielding savings certificate: In this contrast 

may be seen another manifestation of the new emphasis 

in monetary policy to keep long-term rates high even 

when short-term rates are falling. 

Source: The Economist, London, England, June 14, 
1958. 


French Drawing on the Fund 


In mid-June, France purchased the equivalent of 
US$66.25 million, part in U.S. dollars and part in 
deutsche mark, from the International Monetary Fund 
under the stand-by arrangement concluded on Janu- 
ary 30, 1958, which permits France to purchase with 
French francs up to $131.25 million in foreign cur- 
rencies (see this News Survey, Vol. X, p. 241). Since 
in March France purchased $65 million under. this 
arrangéenient {see ‘this News Survey, Vol. X, p. 315), 
this line of credit has now been taken up in full. 
Source: Le Monde, Paris, France, June 17, 1958. 


French Government Loan 


A new loan, floated by the French Government on 
June 17, consists of securities in denominations of 
F 10,000, F 50,000, F 100,000, and F 1 million, issued 
at par and with an interest rate of 342 per cent. The 
Government has not set any limits to the amount that 
can be subscribed, and it reserves the right to close the 
issue at its discretion. To subscribe to the new issue, 
French residents may repatriate capital held abroad 
without incurring a penalty for hiding capital abroad. 
Nonresidents subscribing to the new loan in foreign 
currencies or through debiting free franc or transferable 
franc accounts (see this News Survey, Vol. X, p. 330) 
are guaranteed repatriation of proceeds from the sale 
or redemption of their bonds, including possible capital 
gains. 

The new loan will be amortized in 54 years through 
annual drawings. Amortization is tied to the price of 
the 20-franc gold coin, the so-called napoleon, on the 
Paris market; the sum to be repaid when the bonds fall 
due is equal to the nominal value of the bonds plus a 
certain percentage. This percentage, which is to be 
determined before May 31 each year, is equal to the 
percentage by which the average price of the napoleon 
during the 100 market days preceding May 15 exceeds 
the market price of the napoleon in mid-June 1958 
(F 3,600). If the price during such a period is equal 
to or below F 3,600, the bonds will be redeemed at par. 
No accelerated amortization of the loan may take place 
before 1970. The interest on the securities and possible 
capital gains will be exempted from all taxes. 

In May 1952, a similar 60-year 3% per cent loan 
was issued. That loan was also exempted from all taxes, 
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and its amortization was also pegged to the price of the 
napoleon. The Government has announced that it will 
extend to the 1952 loan the same conditions offered on 
the new loan, so that there will be only one market quo- 
tation for the bonds of the two loans. Thus, the Gov- 
ernment undertakes not to proceed with accelerated 
redemption on the 1952 loan until 1970 (instead of 
1960) and to redeem the 1952 bonds at a premium 
whenever the rate of the napoleon exceeds F 3,600 
(rather than when it exceeds F 4,000 as originally 
stipulated). 

Apart from a sharp and temporary increase in May, 
gold prices and black market exchange rates have 
decreased steadily since the beginning of the year. The 
price of bar gold in Paris declined from F 525,000 per 
kilogram on February 28, 1958 (see this News Survey, 
Vol. X, p. 273) to F 514,000 on June 20, 1958. Be- 
tween these two dates, the price of the napoleon fell’ 
from F 3,680 to F 3,600, and the unofficial quotation 
for the U.S. dollar from F 449 to F 439. 

Sources: Agence Economique et Financiére, June 16 
and 17, 1958, and Le Monde, June 15-16, 
19, and 21, 1958, Paris, France. 


French Restrictions on Imports 

In mid-June, the French Government notified the 
Governments of other OEEC countries that it would be 
unable, by June 18, to restore liberalization of its private 
imports to 60 per cent (on the basis of 1948 imports). 
On June 18, 1957, the Government had suspended all 
liberalization of imports from dollar and OEEC coun- 
tries. Under the provisions of Article 3 of the OEEC 
Code of Liberalization, any country withdrawing import 
liberalization must “endeavor” to liberalize again 60 
per cent of its private imports from OEEC countries 
one year after the suspension of liberalization, and 75 
per cent six months later. 


permit imports from foreign countries up to a total 
amount of F 700 billion in each of the two halves of 
1958. During the spring of 1958, however, when faced 
with a continuing large trade deficit, the Government 
had envisaged a reduction of imports in the second half 
of 1958 through the restriction of imports of finished 
products. The European Economic Community and 
the OEEC opposed this, and the French Government 
recently submitted to its OEEC partners a new import 
program for the second half of 1958. According to this 
program, existing quotas under bilateral agreements 
and general OEEC quotas (nondiscriminatory as to 
country) for nonessential goods will remain unchanged. 
However, imports that France may reduce unilaterally 
(e.g., its dollar imports) and imports of raw materials 
and basic foodstuffs from OEEC countries will be 
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adjusted to existing needs. It is estimated that these 
measures will result in a reduction of imports by F 60-70 
billion during the second half of 1958. 

France’s deficit in its trade with countries outside the 
franc area decreased from F 273 billion in the first five 
months of 1957 to F 221 billion in the corresponding 
period of 1958. This slight improvement resulted from 
an increase in the value of exports, from F 508 billion 
in the first five months of 1957 to F 551 billion in the 
same period of this year, while the value of imports 
remained practically unchanged. In volume, exports 
have decreased more than imports. The volume of ex- 
ports in April 1958, the latest month for which detailed 
statistics are available, was 8 per cent less than in April 
1957, and the volume of imports was reduced by 3 
per cent. 

Sources: Le Monde, Paris, France, June 15-16, 18, 
and 19, 1958. 


Danish Foreign Exchange Regulations 

Denmark’s Ministry of Trade has abolished the limit 
of DKr 500 on the import of kroner in the form of notes 
and coins. The export of krone notes or coins is still 
restricted to DKr 500 except for nonresidents, who may 
export a greater amount provided that the excess is 
derived from sales of foreign currency in Denmark or 


was brought in by travelers when entering the country. 
Source: Bgrsen, Copenhagen, Denmark, June 4, 1958. 


Danish Grain Price Policy 

An act setting up a grain scheme in Denmark for the 
crop year 1958-59, which has been approved by the 
Folketing, requires the Government to buy all bread 
grain offered; the prices to be paid are DKr 45 per 
hundred kilograms for rye and DKr 48 for wheat, deliv- 
ered to the nearest dealer, railway station, or port. 
Furthermore, the Minister of Agriculture is authorized 
to fix the percentage of Danish grain to be milled into 
flour. The Minister is also authorized to establish 
revenue charges on imported coarse grain. The charges 
are to be high enough to raise the price of imported 
grain (c.i.f. Danish port) to DKr 37 per hundred kilo- 
grams for oats and milocorn, DKr 40 for barley and 
for wheat and rye for feeding purposes, and DKr 42 for 
corn. The prices are to be raised or lowered in accord- 
ance with fluctuations in the pork quotations of the 
cooperative slaughterhouses. 

Finally, the Minister is authorized to take measures 
to safeguard Danish exports of seed grain, malting bar- 
ley, and malt; in practice, this means that part of the 
proceeds of the charges on imports will be used to 
subsidize these exports. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, June 6, 1958. 


Agreement Between Norwegian Farmers and Government 
The principal organizations of Norwegian farmers 
have signed a three-year agreement with the Govern- 
ment, extending to June 30, 1961. As a result of the 
agreement, which is designed to lay the foundation for 
rational farm production, agricultural earnings are 
expected to increase by 4-5 per cent, or NKr 60-70 
million, a year. Higher ceiling prices will go into effect 
before September 1 on milk, cheese, produce, eggs, and 
meats. Butter and cream prices will remain the same. 
It is estimated that the price increases will cause a 
2-point increase in the cost of living index, which was 
158 (1949100) on April 15. This was only 2 points — 
below the figure at which the Federation of Labor will 
be entitled to demand negotiations with a view to 
adjusting wages for some .276,000 .organized. workers. - 
Sources: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, June 6, 1958; Norwegian Information 
Service, News of Norway, Washington, D.C., 
June 12, 1958. 


Swedish Bond Loan 

A bond issue for a private industrial enterprise has 
been allowed by the Sveriges Riksbank for the first time 
since 1953. The borrower is the Uddeholm Company, 
and the issue is a 20-year 5% per cent loan totaling 
SKr 30 million. 
Source: Svenska Dagbladet, 

June 14, 1958. 


Issue of Gold Coins in ltaly 


Italy’s Minister of the Treasury announced on 
April 23 that Italy will again have gold coins. However, 
the coins will have no face value, and they will not be 
legal tender. They will be in the nature of commemora- 
tive “medal money” (monete-medaglie), issued to cele- 
brate the tenth anniversary of the Constitution, and will 
be sold to the public at a price at which “the Treasury 
will not lose.” All the coins will have the same design. 
They will be of 22-carat gold and in three weights and 
diameters (20, 15, and 13 grams, and 30, 27, and 24 
millimeters ) . 


Source: 24 Ore, Milan, Italy, April 23, 1958. 


Austrian Reparation Deliveries to U.S.S.R. 

All the deliveries of petroleum and other goods which 
Austria is required to make in its third reparations year 
have been completed punctually. Up to the end of 
April, 759 tons of petroleum and goods valued at 
S 486.8 million had been delivered to the Soviet Union. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

May 12, 1958. 


Stockholm, Sweden, 
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U.S. Loan to Greece 


An agreement by the U.S. Development Loan Fund 
to lend $12 million to Greece was announced on 
June 23. The loan will be repayable in drachmas over 
a period of 12 years. It will assist in financing the 
foreign exchange costs in the construction of a nitro- 
geneous fertilizer plant, which is one of the highest 
priority projects proposed under Greece’s five-year 
development program. The plant will utilize lignite 
deposits being mined in northern Greece (see this News 
Survey, Vol. X, p. 68). It is expected to provide em- 
ployment for about 1,000 persons; to make possible a 
reduction of fertilizer imports and thus save some $15 
million annually in foreign exchange; and to provide 
low-cost fertilizer to Greek farmers. By 1960, prac- 
tically all of Greece’s requirements for fixed nitrogen 
are expected to be supplied by the plant; at present, 
they are met by imports. 

Source: Department of State, Press Release, Washing- 
ton, D.C., June 23, 1958. 


Middle East 
Foreign Investment in Iraq 


Regulations on foreign capital investment in Iraq are 
being reviewed by the Government in connection with 
its efforts to attract capital for industrial development. 
It is expected that a bill will be submitted to the Cham- 
ber of Deputies, which would abolish the present 45 per 
cent limit on the share of foreign capital permitted for 
the Iragi branches of foreign companies and would 
further improve facilities for the repatriation of capital 
and the transfer of profits. 


Source: Middle East Economic Digest, London, Eng- 
land, May 23, 1958. 


Foreign Exchange Regulations in Iran 


Under a law passed recently in Iran, all matters per- 
taining to exchange rates and regulations are now 
entrusted to the Bank Melli Iran, and the Foreign 
Exchange Commission has been abolished. The Bank 
Melli, through the Bank Control Board, has informed 
all banks authorized to deal in foreign exchange that 
they must maintain the parity established with the Inter- 
national Monetary Fund and must observe orderly cross 
rates; failure to do so will result in the suspension of 
their licenses to deal in foreign exchange. The Bank 
Melli has also announced that travelers leaving Iran 
may take with them Iranian banknotes valued at 
Ris 3,000. Travelers entering Iran may, until further 
notice, bring with them, subject to declaration at cus- 
toms, unlimited amounts of Iranian currency. Iranian 
travelers returning to Iran must either sell their exchange 
to the Bank Melli Iran or deposit the funds in a tem- 
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porary foreign exchange account from which they can 
make withdrawals when leaving the country. 


Source: Keyhan, Tehran, Iran, June 10, 1958. 


Karakul Exports from Afghanistan 
Afghanistan’s Ministry of Trade has granted author- 
ization for the export of nearly 2.5 million karakul skins 
in the financial year 1337 (March 21, 1958-March 20, 
1959). In 1336, slightly over 2 million skins were 
exported; 1.4 million went to the United States and 
0.6 million to the United Kingdom. The increase in 
exports is attributed to improved breeding and to 
sorting and curing methods introduced under the Devel- 
opment Plan in the last two years. 
Source: Middle East Economic Digest, London, Eng- 
land, June 6, 1958. 


Pakistan's Economic Development Plan 

Revised data, prepared by the Planning Board, on 
Pakistan’s first five-year economic development plan 
indicate a reduction in over-all expenditure from the 
total originally estimated. The revision is necessary 
because expenditure in the first three years of the plan 
period fell behind schedule. Expenditures in the public 
sector in this period amounted to 42 per cent of total 
planned expenditures and those in the private sector to 
48 per cent. The lag is attributed to limited resources, 
inflation, and the rise in the nondevelopment expendi- 
tures of the Government. Because of inflation, there 
has been an even greater lag in the attainment of the 
physical goals set in the plan in relation to expenditures. 

Total revised expenditures will amount to PRs 10,800 
million, against PRs 11,600 million in the draft plan. 
Public expenditures are reduced from PRs 8,000 million 
to PRs 7,500 million and private expenditures from 
PRs 3,600 million to PRs 3,300 million. There is no 
change in the order of priorities, agriculture receiving, 
as before, the major share of the allocations. Domestic 
sources will provide PRs 6,600 million of the total 
financing required and foreign sources PRs 4,200 mil- 
lion. The period covered by the plan has been moved 
ahead by three months to the end of 1959, in order to 
conform with a new law providing that, beginning with 
1960, the financial year is to start in January instead of 
in April. In order to catch up with the existing lag, 
expenditures would have to be stepped up in the remain- 
ing period. The revised plan foresees an increase of 
15 per cent in total real income, against 20 per cent 
provided in the draft plan, and a 5 per cent increase in 
per capita income. It also contains certain general 
recommendations by the Planning Board, which might 
bring about an increase in exports, greater domestic 
savings, and avoidance of inflation. 


Source: Dawn, Karachi, Pakistan, May 24, 1958. 





INTERNATIONAL FINANCIAL News Survey, June 27, 1958 


Far East 


U.S. Loans fo India 


U.S. Development Loan Fund agreements with India 
signed in Washington and New Delhi on June 23 com- 
pleted the negotiations relating to U.S. decisions, an- 
nounced on March 4, to extend to India loans totaling 
$225 million for use in its economic development pro- 
gram (see this News Survey, Vol. X, p. 277). The 
agreement signed in Washington on June 23 is for 
$40 million, to help finance railway improvement in 
India. The agreement signed in New Delhi is for $35 
million, to help finance development projects in the 
private sector: $25 million to aid road transportation 
through the acquisition of trucks, jeeps, and buses; $5 
million for equipment to expand the cement industry; 
and $5 million for equipment to modernize and expand 
the jute industry. 

The agreement covering the remaining $150 million 
of the $225 million originally agreed was signed on 
June 12 by the Export-Import Bank of Washington 
and the Government of India (see this News Survey, 
Vol. X, p. 398). 

The U.S. Government has also agreed to finance, 
under Public Law 480, the purchase by India with 
rupees of surplus foodgrains from suppliers in the 
United States. The agreement, which is for $57 million, 
covers $37 million for about 570,000 metric tons of 
wheat, $5 million for about 100,000 tons of yellow 
corn, $4 million for about 100,000 tons of grain 
sorghums, and $11 million for ocean transportation 
costs. Of the rupees paid for the commodities, 25 per 
cent will be set aside for loans by the Export-Import 
Bank of Washington to U.S. and Indian private enter- 
prise. 

The grains will help India to meet increased food 
requirements and will relieve serious grain shortages 
resulting from drought and crop failures. India’s offi- 
cial stocks of foodgrains currently amount to 1.2 million 
tons. Imports of foodgrains during the three-month 
period June-August are expected to be 1.3 million tons. 
Sources: Information Service of India, Indiagram, 

Washington, D.C., June 16, 1958; Depart- 
ment of Agriculture, Press Release, June 23, 
1958, and Department of State, Press Release, 
June 23, 1958, Washington, D.C. 


Indian Refinance Corporation 

A new refinance corporation, to provide credit facili- 
ties for medium-sized industrial firms in the private 
sector in India (see this News Survey, Vol. IX, p. 344), 
which was registered on June 5, 1958 under the Com- 
panies Act, 1956, will be known as the Refinance Cor- 
poration for Industry (Private) Ltd. The corporation 
will not lend directly to industry, but will provide 
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discount facilities against commercial bank loans to 
industrial concerns, to aid them in increasing produc- 
tion, primarily in industries included in the Second Five 
Year Plan and subsequent Plans. Although its author- 
ized capital is Rs 250 million (US$52.5 million), it will 
have an initial capital of Rs 125 million ($26.25 mil- 
lion), contributed jointly by the Reserve Bank of India, 
the Life Insurance Corporation, and 15 of the larger 
scheduled banks. 

Under the Agricultural Commodities Agreement 
signed by the Government of India and the Government 
of the United States in August 1956, Rs 260 million 
($54.6 million) from counterpart funds has been re- 
served for relending to private enterprise in India 
through specified banks. The Government of India will 
make available to the corporation the amounts required 
by it from time to time in the form of interest-bearing 
loans, and will arrange to obtain reimbursement in due 
course from counterpart funds. The total resources 
presently available to the corporation, including the 
issued capital, will thus be of the order of Rs 385 mil- 
lion ($80.85) million. Of this amount, each of the 
participating scheduled banks will be allocated a quota 
within which it will be eligible to obtain refinancing 
facilities from the corporation. For member banks to 
be eligible for ‘assistance from the corporation, the 
loans which they grant must be to medium-sized indus- 
trial concerns for amounts not exceeding Rs 5 million 
($1.05 million) to any one concern, and the period of 
each loan should not be less than three or more than 
seven years. The refinancing facilities will be available 
only on loans to industrial concerns whose paid-up 
capital and reserves (excluding reserves for payment of 
taxes and normal depreciation reserves) do not exceed 
Rs 25 million ($5.25 million) in any particular case. 

The Board of Directors of the Refinance Corporation 
consists of seven members, including the Governor of 
the Reserve Bank (who will be Chairman), one of the 
Deputy Governors, the Chairman of the State Bank of 
India, the Chairman of the Life Insurance Corporation, 
and three representatives of the banks associated with 
the scheme. 


Sources: The Hindu, Madras, India, June 6, 1958; 


Information Service of India, /ndiagram, 
Washington, D.C., June 9, 1958. 


U.S. Aid for Ceylon 

Ceylon has been allocated three loans, totaling $3.25 
million, from the Development Loan Fund of the 
United States. They are $1.6 million for irrigation 
works, $900,000 for highway development, and 
$750,000 for suburban railway coaches. Another loan 
for the development of the cement industry is being 
considered. 

Also, an agreement between Ceylon and the ')nited 
States for the purchase of $4.2 million worth of U.S. 
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rice under U.S. Public Law 480 has been concluded. 
Payment for the commodities will be made in Ceylon 
currency. 


Sources: Ceylon News, Colombo, Ceylon, May 22, 
1958; The Journal of Commerce, New York, 
N.Y., June 19, 1958. 


U.S. Loan to Burma 


The U.S. International Cooperation Administration 
has made a loan of $10 million to the Union of Burma 
for the purchase of transportation, telecommunication, 
and other equipment for the Burma police. The purpose 
of the loan is to help further develop Burma’s continu- 
ing program of building internal security as one basis 
for its economic development. The Government of 
Burma decided last autumn to take added steps to 
augment its program of law and order in all parts of 
the Union. 

The agreement provides for repayment of the credit 
over a period of 40 years in either Burmese or U.S. 
currency, at the option of the Burmese Government, 
with the interest rate at 342 per cent. The Export- 
Import Bank of Washington will maintain the credit 
account as a banking agency of the U.S. Government. 


Source: Department of State, Press Release, Washing- 
, ton, D.C., May 29, 1958. 


Malayan Loan 


The Malayan Government is to issue a 1968-73 loan 
of $M 50 million in the form of registered stock and 
carrying an interest rate of 6 per cent. The proceeds 
will be used for development purposes. 

Source: The Financial Times, 
June 10, 1958. 


London, England, 


System of Tenders for Rice Exports in Thailand 


The Ministry of Economic Affairs of Thailand an- 
nounced that as of May 1 rice exporters would have to 
tender bids for permits for rice to be exported. The 
quantity of rice to be exported will be announced from 
time to time. The permit will go to the highest bidders. 
It was further stated that, when the system became 
effective, rice export premiums (equivalent to export 
taxes) would be abolished. 


Source: The Bangkok Post, 
April 17, 1958. 


Revision of Korean Budge! 


The Finance Ministry of the Korean Government 
has announced bases for revising the 1958 national 
budget in order to pave the way for the announced plan, 
which is to become effective in July, for increasing 
salaries of government workers. In the second half of 
1958, an additional 32.6 billion hwan (or about 8.5 


Bangkok, Thailand, 


INTERNATIONAL FINANCIAL News SuRVEY, June 27, 1958 


per cent of the total expenditures originally budgeted 
for the whole year 1958) will be needed to meet the 
salary increases; 19.3 billion hwan would go to officials 
of central and local governments and to schoolteachers, 
and 13.3 billion hwan to the armed forces. 

To obtain these funds, various types of expenditure 
in the current budget will be cut by 14.8 billion hwan. 
In addition, a proposed foreign exchange tax is expected 
to yield 10.1 billion hwan, and a contemplated education 
tax, 3.0 billion hwan. The education tax would end the 
current practice of allowing elementary schools to col- 
lect parent-teacher association dues and other fees 
from parents. Also, it is expected that miscellaneous 
administrative income will increase by 2.7 billion hwan, 
and that 2.0 billion hwan of additional monopoly profits 
will be realized, principally through the prevention of 
illegal imports of tobacco products. 

Source: The Korean Republic, Seoul, Korea, May 19, 
1958. 


This Report is the ninth in the series prepared in ac- 
cssdance with Article XIV of the Fund Agreement. It 
surveys developments since April 1957, pointing out 
that, although a number of countries had serious balance 
of payments problems, most of them were able to avoid 
reimposing restrictions and some countries made further 
progress in extending currency transferability, terminat- 
ing bilateral payments arrangements, and reducing dis- 
crimination. But although most countries were able to 
defend the progress toward freer trade and paymeu:* 
which had been made earlier, there was relatively little 
over-all progress in the formal relaxation of restrictions. 
Quantitative restrictions on import payments were relaxed 
in some countries, but intensified in others. Similarly 
while multiple currency practices were eliminated or 
simplified in some countries, their application was e 
tended in others. 

The second part of the Report consists of country sur- 
veys describing the exchange systems of all Fund members 
—eleven of which do not have any exchange restrictions 
under Article XIV of the Fund Agreement—and of eight 
nonmember countries. These surveys cover the basic 
exchange rates, the nature of the exchange system, the 
authorities that administer the controls, the arrangements 
that apply to settlements with other countries, the opera- 
tion of the accounts of nonresidents, and the requirements 
affecting settlements for imports, exports, invisibles, and 
capital transactions. Each survey concludes with a chron- 
ological listing of the more significant changes in 
exchange practices that took place during 1957. Where 
the exchange rate system is not uniform, a table o* 
exchange rates is provided. The Report is available 
without charge. 


Address requests to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D.C. 
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Canada 


Canadian Aid Abroad 

Financial assistance made available by Canada to 
overseas countries in the period from 1945 to 1958 
totals more than $4.3 billion, the Department of 
External Affairs reports in an addendum to a Reference 
Paper dated May 1958. More than half this amount 
was in outright grants, and the remainder in loans that 
have been partly repaid. The largest single amount— 
$1.57 billion—represents military aid for Canada’s 
European partners in the North Atlantic Treaty Alli- 
ance. The most recent reconstruction loan—$1 million 
—covered Canadian assistance in clearing the Suez 
Canal. The loan was made to the United Nations and 
it has not yet been repaid. 

Canada has contributed, nearly $200 million to the 
Colombo Plan for economic development in South 
and Southeast Asia. This does not include $35 million 
of loans to finance the purchase of Canadian wheat and 
flour bv India, Pakistan, and Ceylon. In 1957, Canada 
contributed nearly $13 million for the transportation 
and care of Hungarian refugees. The amount con- 
tributed in 1956 for this purpose was more than $10 
million. 

Source: Department of External Affairs, Canadian 
Weekly Bulletin, Ottawa, Canada, June 11, 
1958. 


Canadian Construction in 1958 

Estimates published by the Dominion Bureau of Sta- 
tistics indicate that Canada’s construction program for 
1958 will reach the record value of $7,136 million, an 
increase of 1.3 per cent over the 1957 high figure of 
$7,048 million. The increase is the smallest annual 
gain recorded during the last ten years and compares 
with 10.4 per cent in 1957 and 20.2 per cent in 1956. 

The relatively small increase in 1958 is due largely 
to a slowdown in industrial building, which is estimated 
at 31 per cent below the 1957 level, and in the construc- 
tion of pipelines, which is expected to be 10 per cent 
less than last year. Against these decreases are sig- 
nificant advances in outlays for housing and social 
capital, principally hospitals, municipal waterworks, 
and sewer programs. The total for 1958 includes new 
construction estimated at $5,991 million and repair 
construction at $1,145 million. 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, June 17, 1958. 


Latin America 


Common Markel in Central America 
Five countries of Central America—Costa Rica, El 
Salvador, Guatemala, Honduras, and Nicaragua—signed 
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a multilateral free trade and ¢conomic integration treaty 
after negotiations in Tegucigalpa, Honduras. The accord 
has to be ratified by the national legislatures. Under 
the treaty, a long list of raw materials and manufactured 
goods would be exempt from tariffs and other trade 
barriers among the Central American countries. Pro- 
vision is also made for joint industrial plants that could 
sell their products freely in all member states. The dis- 
cussions in Honduras indicate that the treaty is consid- 
ered as a first step toward closer economic association. 


Source: The Journal of Commerce, New York, N.Y., 
June 20, 1958. 


Economic Developments in Paraguay 

Economic conditions in Paraguay during the first five 
months of 1958 were characterized by stability in 
domestic prices; the currency issue of the-Central Bank,” 
and the exchange rate for the U.S. dollar. In May, the 
index for the cost of living in Asuncién was 3 per cent 
below the index in December 1957 and only 1 per cent 
higher than in July 1957 before the guarani was depre- 
ciated from the rate of @ 60 per U.S. dollar to @ 110. 
The dollar exchange rate quoted by the Central Bank 
has remained unchanged at @ 110 since early Novem- 
ber 1957. The currency issue of the Bank on May 30 
was the same as at the end of December 1957. 

A substantial deficit in the balance of payments in 
the early months of 1958 resulted from the termination 
by Argentina of the issuance of import permits for 
Paraguayan lumber and from seasonally low levels for 
other export items. 

The conditions in Paraguay are almost unique among 
the Latin American countries, which are currently suf- 
fering from severe inflationary problems. It is estimated 
that internal savings will be stimulated and foreign 
investment attracted because of the expectation of more 
rapid economic development in Paraguay. For these 
reasons, the Government is pursuing vigorously its 
policy of economic stability. 

Source: El Pais, Asuncion, Paraguay, June 11, 1958. 


Advance Deposits for Chilean Imports 

The advance deposit requirements which Chilean im- 
porters have to fulfill were revised by an official circular 
of June 4. The old category requiring a deposit of 5 per 
cent was eliminated, a new group requiring a 5,000 
per cent deposit was added, and the deposit require- 
ments for imports in general were shifted upward. The 
revision resulted in advance deposits on imports rang- 
ing from 50 per cent, required on imports of diesel and 
fuel oil, gasoline, kerosene, lubricating oil, natural rub- 
ber, unrefined sugar, antibiotics, and cellulose woodpulp, 
to 5,000 per cent, required for imported automobiles, 
typewriters, cash registers, and calculating machines. 
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Deposits covering all imports in the 50 per cent cate- 
gory and certain imports in the 100 per cent category 
are held by the Central Bank for 30 days. All other 
deposits are held for 90 days. 

A circular issued on June 12 restored the category 
requiring the 5 per cent deposit. Thus, items that had 
been moved from the 5 per cent category to the 50 per 
cent category under the regulation of June 4 were 
transferred back to the 5 per cent group. Deposits in 
this category, like those in the 50 per cent category and 
some in the 100 per cent group, are held for 30 days. 
Sources: The Journal of Commerce, New York, N.Y., 

June 13, 1958; Department of Commerce, 
Foreign Commerce Weekly, Washington, 
D.C., June 23, 1958. 


Other Countries 
New Lealand Finance 


The New Zealand Minister of Finance has announced 
the issue of an internal loan of £15 million, at 44% per 
cent for three years and 4%4 per cent for six or twelve 
years. The terms are the same as for the internal loan 
of July 1957 and the conversion loan of £7.7 million, 
which was 80 per cent subscribed in May 1958. The 
amount of finance sought by the Government for public 
works is £5 million less than last year. The Minister 


deprecated extensive and expensive borrowing abroad. 
He said that it is necessary to ease the country through 
the crisis arising from the fall in export returns, but that 
finances should be so managed that the need for over- 
seas loans will be gradually eliminated. 

Source: The Times, London, England, June 4, 1958. 


Further Tightening of Credit in South Africa 


As from June 1, 1958, commercial banks in the 
Union of South Africa raised overdraft rates by 0.5 
per cent; they now range from a minimum of 6.5 per 
cent to 8.5 per cent. The interest rate on call money 
deposited with the National Finance Corporation was 
increased by 0.125 per cent, to 3.5 per cent, as from 
June 13; in future, this rate will fluctuate in accordance 
with the rate for treasury bills which are now being 
issued in weekly tenders (see this News Survey, Vol. X, 
p. 384). 

Effective September 15, the minimum deposit on 
hire-purchase transactions for motor vehicles in South 
Africa will be increased to 50 per cent, from 33% per 
cent, and the maximum period of payment reduced 
from 24 to 18 months. The new conditions apply to 
both new and secondhand vehicles licensed on or after 
January 1, 1956. 


Sources: The Financial Times, London, England, 
May 28 and June 5, 11, and 12, 1958. 
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U.S. Trust for South African Gold Mining Shares and Gold 


An investment trust has been formed to provide U.S. 
investors with a direct opportunity of investing in South 
African gold mining shares and, to a smaller extent, in 
industrial shares and gold bullion. The new trust was 
registered in the Union of South Africa on June 12. 
Its capitalization will depend on clearance from the 
U.S. Security and Exchange Commission and on ap- 
proval of an application to the Commission for regis- 
tration. There will then be a public issue in New York. 
Press reports suggest a size of $28 million for the in- 
vestment trust, and also presume that the shares will be 
quoted in London and Johannesburg as well as in New 
York. Shares will be obtained through various mining 
houses. The company has obtained from the South 
African Reserve Bank permission to acquire bullion. 
Sixty per cent of the board of directors will be U.S. 
nationals resident in the United States. 


Sources: The Financial Times, June 7, 1958, and The 
Times, June 13, 1958, London, England. 


Reappointment of Mr. Black as President of IBRD 

The Secretary of the International Bank for Recon- 
struction and Development announced on June 27 that 
the Executive Directors have renewed for a further 
period the appointment of Mr. Eugene R. Black as 
President of the Bank. The new terminal date is May 
1, 1963. Mr. Black’s first term as President began on 
July 1, 1949 and was renewed in September 1953. Be- 
fore that Mr. Black had served for more than two years 
as U.S. Executive Director of the Bank. 


Corrigendum 


Volume X, No. 49, June 20, 1958, page 394, item, 
“Reduction in Interest Rates of Netherlands Bank”: 
The last part of the third sentence should read, “. . . as 
a result mainly of the increase in foreign exchange 
reserves, by f. 40 million in April and by f. 113 million 
in May.” 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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